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debt exceeded 50 percent and the debtor was eligible for Chapter 
12 under the farm debt test. In re Acee, 2015 U.S. Dist. LEXIS 
41013 (N.D. N.Y. 2015), aff’g in part and rev’g in part, 2013 






  GIFTS. The IRS has published information on determining 
whether a gift is taxable. (1)  Nontaxable Gifts.  The general rule is 
that	any	gift	is	a	taxable	gift;	however,	there	are	exceptions	to	this	
rule. The following are not taxable gifts: (a) gifts that do not exceed 
the annual exclusion for the calendar year, (b) tuition or medical 
expenses paid directly to a medical or educational institution for 
someone, (c) gifts to a spouse (for federal tax purposes, the term 
“spouse”	includes	 individuals	of	 the	same	sex	who	are	 lawfully	
married), (d) gifts to a political organization for its use, and (e) 
gifts to charities. (2) Annual Exclusion.  If a taxpayer gives a gift 
to someone else, the gift tax usually does not apply until the value 
of the gift exceeds the annual exclusion for the year. For 2014 and 
2015, the annual exclusion is $14,000.  (3)  No Tax on Recipient. 
Generally, the person who receives a gift will not have to pay a 
federal gift tax. That person also does not pay income tax on the 
value of the gift received but the income tax basis carries over to the 
donee. (4) Gifts Not Deductible.		Making	a	gift	does	not	ordinarily	
affect the federal income tax. Taxpayers cannot deduct the value 
of gifts from taxable income other than deductible charitable 
contributions. (5)  Forgiven and Certain Loans.  The gift tax may 
also	apply	when	a	taxpayer	forgives	a	debt	or	makes	a	loan	that	is	
interest-free	or	below	the	market	interest	rate.	(6)		Gift-Splitting.  A 
taxpayer and spouse can give a gift up to $28,000 to a third party 
without	making	it	a	taxable	gift.	The	taxpayer	can	consider	one-half	
of the gift to be given by the taxpayer and one-half by the spouse. 
(7)  Filing Requirement.	 	Taxpayers	must	file	Form	709,	United 
States Gift (and Generation-Skipping Transfer) Tax Return, if any 
of the following apply: (a) the taxpayer gave gifts to at least one 
person (other than a spouse) that amount to more than the annual 
exclusion	for	the	year;	(b)	the	taxpayer	and	spouse	are	splitting	a	
gift,	even	if	half	of	the	split	gift	is	less	than	the	annual	exclusion;	
(c)  the taxpayer gave someone (other than a spouse) a gift of a 
future interest that the the donee cannot actually possess, enjoy, 
BANkRUPTCY
CHAPTER 12
 ELIGIBILITY.  The debtor wholly-owned three corporations, 
one which maintained the farming operations and one which 
operated a pheasant raising and hunting activity on farm land 
owned by the third corporation. The debtor and the corporations 
filed	for	Chapter	12	and	a	creditor	objected,	arguing	that	the	income	
from the hunting operation did not qualify as farm income and 
that	the	majority	of	the	debtors’	debts	were	not	related	to	farming.	
The	debtor’s	farm	originally	consisted	of	300	acres	of	crop	land	
and a dairy. As part of a divorce property settlement, the debtor 
sold some of the property. Due to losses from the crop and dairy 
operation, the debtor placed much of the land in the Conservation 
Reserve Program and used the CRP land in a pheasant hunting and 
clay pigeon shooting business operated by one of the corporations. 
The debtor raised the pheasants to be released on the land for a 
hunting (called by the debtor as pheasant harvesting) business. 
The remainder of the land was used to grow vegetables and fruit 
sold to the public.  The debtor conceded that the clay shooting 
business income was not farming income for purposes of Chapter 
12 but argued that the pheasant hunting, called by the debtor as 
pheasant harvesting, business did produce farming income. The 
Bankruptcy	Court	adopted	a	totality	of	the	circumstances	test	to	
determine whether an activity is farming for Chapter 12 purposes. 
The court held that the raising of pheasants for release for hunting 
was a farming operation and the income from the operation was 
farming income for purposes of Chapter 12.  The court held that the 
corporation owning the land in the CRP was not eligible for Chapter 
12 because none of the income from the CRP acres was subject to 
the	risk	of	business	operations.		However,	the	CRP	income	which	
was paid to the individual debtor was included in farm income. 
Although	the	court	held	that	the	individual	debtor	satisfied	the	farm	
income requirements, the court held that the debtor did not meet the 
farm debt requirement. The debtor sought to include the mortgage 
on the farm residence but did not provide any evidence to support 
the claim other than to testify that a portion of the home was used 
as	a	 farm	office.	Therefore,	 the	Bankruptcy	Court	 excluded	 the	
mortgage from the amount of farm debt and the individual debtor 
failed to qualify for Chapter 12 because the farm debts did not 
exceed 50 percent of the total debts. On appeal, the appellate court 
affirmed	on	the	issue	of	the	corporation’s	eligibility	for	Chapter	
12	in	that	the		corporation	did	not	otherwise	engage	in	farming;	
therefore, the passive receipt of CRP payments was not farming 
income	to	the	corporation.	Although	the	appellate	court	affirmed	
on the issue of exclusion of the home mortgage debt from farm 
debt,	the	court	held	that	the	Bankruptcy	Court	improperly	included	
the	mortgage	debt	in	the	aggregate	noncontingent,	liquidated	debt;	
therefore, the farm debt ratio to aggregate noncontingent, liquidated 
Agricultural Law Digest 59
CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr
60   Agricultural Law Digest
or	from	which	the	donee	will	receive	income	later;		and	(d)	the	
taxpayer gave a spouse an interest in property that will terminate 
due to a future event. For more information, see Publication 559, 
Survivors, Executors, and Administrators. IRS Tax Tip 2015-51.
FEDERAL INCOME 
TAXATION
 BARTERING INCOME. The IRS has published information 
about bartering income. Barter exchanges.  A barter exchange 
is	an	organized	marketplace	where	members	barter	products	or	
services.	Some	exchanges	operate	out	of	an	office	and	others	over	
the internet. All barter exchanges are required to issue Form 1099-
B, Proceeds from Broker and Barter Exchange Transactions. The 
exchange must give a copy of the form to its members who barter 
and	file	a	copy	with	the	IRS.	Bartering income.  Barter and trade 
dollars are the same as real dollars for tax purposes and must be 
reported on a tax return. Both parties must report as income the fair 
market	value	of	the	product	or	service	they	get.	Tax implications. 
Bartering is taxable in the year it occurs. The tax rules may vary 
based	on	the	type	of	bartering	that	takes	place.	Barterers	may	owe	
income taxes, self-employment taxes, employment taxes or excise 
taxes on their bartering income. Reporting rules.  If a taxpayer 
is in a trade or business, the taxpayer normally reports income 
from bartering on Form 1040, Schedule C, Profit or Loss from 
Business. For more information, see the Bartering Tax Center in 
the business section on irs.gov. IRS Tax Tip 2015-52.
 CHARITABLE DEDUCTIONS. The IRS has announced 
that	taxpayers	who	make	cash	contributions	on	or	before	April	
15 to charities providing relief for the families of two slain New 
York	City	police	officers	can	receive	an	immediate	tax	benefit	by	
choosing to claim a charitable contribution deduction on their 2014 
federal income tax returns. Under special legislation enacted on 
April 1, 2015, taxpayers can choose to treat certain contributions 
made on or after Jan. 1, 2015 and before midnight on Wednesday, 
April 15, 2015, as if made on Dec. 31, 2014 or on the date of the 
contribution in 2015. This special provision only applies to cash 
contributions to charities to provide assistance to the families of 
New	York	Police	Department	Detectives	Wenjian	Liu	and	Rafael	
Ramos.   Ordinarily, charitable contribution deductions may 
only be claimed in the year in which the contribution is made. 
Deductions for contributions made before Jan. 1, 2015 may only be 
claimed on a 2014 return. Similarly, deductions for contributions 
made after April 15, 2015 may only be claimed on a 2015 return. 
Only individuals who itemize their deductions on Schedule A 
are	eligible	to	take	a	charitable	contribution	deduction	for	these	
contributions. Those who claim the standard deduction, including 
all	short-form	filers,	are	not	eligible.	The	special	provision	does	not	
apply to contributions of property. In addition, gifts made directly 
to any individual are not tax-deductible.  Although charities 
generally	cannot	accept	and	distribute	donations	earmarked	for	
particular individuals, another provision of the April 1 legislation 
generally allows charities to do so in this case if the funds are 
distributed	to	the	officers’	families	on	or	before	Oct.	15,	2015.	
Contributions	made	by	text	message,	check,	credit	card,	debit	
card, electronic funds transfer or using PayPal qualify as cash 
donations for purposes of this special deduction rule. Donations 
charged to a credit card before midnight on April 15, 2015 are 
eligible contributions even if the credit card bill is not paid 
until	after	that	date.	Also,	donations	made	by	check	are	eligible	
if they are mailed by April 15.  Some organizations, such as 
churches or governments, may be eligible  charities for this 
purpose even though they are not listed on IRS.gov. Taxpayers 
must	 keep	 a	 record	 of	 any	 deductible	 donations	 they	make.	
For donations by text message, a telephone bill will meet the 
recordkeeping	requirement	if	it	shows	the	name	of	the	charity,	
the date of the contribution and the amount of the contribution. 
For cash contributions made by other means, taxpayer should 
keep	a	bank	record,	such	as	a	cancelled	check,	or	a	receipt	from	
the charity showing the name of the charity and the date and 






of an agent for a consolidated group and the communications 
of	the	agent	with	the	IRS.	The	final	regulations	provide	that	if	
an agent had a sole successor (default successor), the default 
successor	would	 automatically	 become	 the	 group’s	 agent	
when the prior agent ceased to exist, such as in a merger. The 
terminating agent would not be permitted to designate an agent 
unless there was no default successor, in which case the agent 
could only designate an entity that was a member of the group for 
the consolidated return year (or a successor of such a member). 
The	final	regulations	also	prescribe	limited	circumstances	under	
which the Commissioner could replace a default successor. The 
final	regulations	include	disregarded	entities	and	partnerships	
among the entities permitted to be agents for prior years in which 
they or their predecessors were not treated as disregarded. Thus, 
if a common parent converted or merged into a disregarded 
entity or partnership, whether by reason of a state law merger, 
a state law conversion, or a federal tax election, the continuing 
or successor juridical entity (whether a disregarded entity or 
partnership) would continue as the agent for the prior periods. 
Finally,	the	final	regulations	eliminate	the	requirement	that	the	
Commissioner	approve	any	agent	designation.	However,	the	final	
regulations provide that a default successor, or a terminating 
agent that has no default successor, must notify the IRS when the 
default successor or an entity designated by a terminating agent 
becomes	the	group’s	new	agent.	80 Fed. Reg. 17314 (April 1, 
2015).
 The IRS has issued a revenue procedure which provides 
instructions	for	all	communications	relating	to	the	identification	
of the agent to act on behalf of the consolidated group pursuant 
to Treas. Reg. § 1.1502-77(c). Rev. Proc. 2015-26, I.R.B. 2015-
15.
 The IRS has issued proposed regulations relating to the 
allocation of the controlled group research credit to provide 
guidance relating to the allocation of the credit for increasing 
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research activities (research credit) to corporations and trades or 
businesses under common control (controlled groups). 80 Fed. 
Reg. 18171 (April 3, 2015).
  OFFICER COMPENSATION. The taxpayer was a 
corporation which owned and operated a medical center. The 
corporation was wholly owned by one of the doctors who served 
as	president,	chief	executive	officer,	chief	operation	officer	and	
chief	financial	officer.	The	doctor	also	performed	medical	duties	
as an employee of the corporation, including covering patients for 
other	doctors.	The	doctor	received	a	biweekly	salary	of	$30,000	
and a $2 million bonus paid in the last two months of the year. 
The IRS disallowed half of the bonus as a deduction, arguing that 
half of the bonus was actually a dividend. The court found that 
the taxpayer failed to provide any evidence to support the bonus 
paid	to	the	doctor-shareholder	as	related	to	any	work	performed	
by the doctor-shareholder. The court also ruled that the taxpayer 
failed to provide any evidence of a comparable business and 
bonus	paid	 for	 comparable	work.	Therefore,	 the	court	upheld	
the IRS denial of deduction for half of the bonus. Midwest Eye 
Center, S.C. v. Comm’r, T.C. Memo. 2015-53.
 TRANSFEREE LIABILITY. The taxpayers were former 
shareholders of a corporation which owned one piece of real 
estate.	The	land	was	sold	and	the	corporation’s	only	assets	were	
the proceeds of the sale. A second company offered to buy the 
shareholders’	stock	for	a	price	equal	to	the	cash	in	the	corporation,	
less a fee. After the second company acquired the corporation, it 
failed to pay the taxes due from the land sale and the IRS sought 
recovery from the shareholders. The court held that the transaction 
violated	the	Nebraska	Uniform	Fraudulent	Transfer	Act	as	to	the	
the IRS and that the shareholders were liable for the unpaid taxes. 
Stuart v. Comm’r, 144 T.C. No. 12 (2015).
 DISCHARGE OF INDEBTEDNESS. The IRS has published 
information on the tax consequences of cancelled or forgiven 
mortgage debts. Main Home.  If the cancelled mortgage debt 
was a loan on a main home, taxpayers may be able to exclude 
the cancelled amount from taxable income. The taxpayer must 
have used the loan to buy, build or substantially improve a main 
home	 to	 qualify.	 In	 addition,	 the	 taxpayer’s	main	home	must	
secure the mortgage.  Loan Modification.  If the lender cancelled 
part	of	the	home-secured	mortgage	through	a	loan	modification	
or	“workout,”	a	 taxpayer	may	be	able	 to	exclude	that	amount	
from taxable income. Taxpayers may also be able to exclude debt 
discharged	as	part	of	the	Home	Affordable	Modification	Program,	
or HAMP. The exclusion may also apply to the amount of debt 
cancelled in a foreclosure of the home mortgage. Refinanced 
Mortgage.  The exclusion may apply to amounts cancelled on 
a	 refinanced	mortgage.	This	applies	only	 if	 the	 taxpayer	used	
the	proceeds	from	the	refinancing	to	buy,	build	or	substantially	
improve	a	main	home.	Amounts	used	for	other	purposes	don’t	
qualify. Other Cancelled Debt.  Other types of cancelled debt 
such as debt on second homes, debt on rental and business 
property, credit card debt, and car loans do not qualify for this 
special exclusion. On the other hand, there are other rules that 
may allow those types of cancelled debts to be nontaxable. 
Form 1099-C.		If	the	taxpayer’s	lender	reduced	or	cancelled	at	
least	$600	of	 the	 taxpayer’s	debt,	 the	 taxpayer	should	receive	
Form 1099-C, Cancellation of Debt, in January of the next 
year. This form shows the amount of cancelled debt and other 
information.  Form 982.		If	the	taxpayer	qualifies	for	the	cancelled	
mortgage debt exclusion, the taxpayer reports the excluded debt 
on Form 982, Reduction of Tax Attributes Due to Discharge of 
Indebtedness.	filed	with	federal	income	tax	return.		IRS.gov tool. 
The IRS has several free tools on its website to help taxpayers, 
including	the	Interactive	Tax	Assistant	tool	on	IRS.gov	to	find	
out if cancelled mortgage debt is taxable. Exclusion extended. 
The law that authorized this exclusion had expired at the end of 
2013, but the Tax Increase Prevention Act extended it to apply for 
one year, through Dec. 31, 2014. See Publication 4681, Canceled 
Debts, Foreclosures, Repossessions and Abandonments. IRS Tax 
Tip 2015-32.
 FOREIGN INCOME. The IRS has published information 
about reporting foreign income. (1) Report Worldwide Income. 
By law, U.S. citizens and residents must report their worldwide 
income. This includes income from foreign trusts, and foreign 
bank	 and	 securities	 accounts.	 (2)	File Required Tax Forms. 
Taxpayers	may	need	to	file	Schedule	B,	Interest and Ordinary 
Dividends, with the U.S. tax return. Taxpayers may also need to 
file	Form	8938,	Statement of Specified Foreign Financial Assets. 
In	some	cases,	 taxpayers	may	need	 to	file	FinCEN	Form	114,	
Report of Foreign Bank and Financial Accounts. (3) Foreign 
Earned Income Exclusion.		If	a	taxpayer	lives	and	works	abroad,	
the taxpayer may be able to claim the foreign earned income 
exclusion.	If	a	taxpayer	qualifies,	the	taxpayer	does	not	pay	tax	
on up to $99,200 of wages and other foreign earned income in 
2014. See Form 2555, Foreign Earned Income, or Form 2555-EZ, 
Foreign Earned Income Exclusion, for more details. (4) Credits 
and Deductions.		Taxpayers	may	be	able	to	take	a	tax	credit	or	
a deduction for income taxes paid to a foreign country. These 
benefits	can	reduce	taxes	if	both	countries	tax	the	same	income.	
(5) IRS Free File.		Almost	everyone	can	prepare	and	e-file	their	
U.S. federal tax returns for free by using IRS Free File. Taxpayer 
who	make	 $60,000	or	 less	 can	 use	 brand-name	 tax	 software.	
Taxpayers who earn more can use Free File Fillable Forms, an 
electronic version of IRS paper forms. Some Free File software 
products	and	filable	forms	also	support	foreign	addresses	for	those	
who live abroad. Free File is available only through the IRS.gov 
website. (6) Tax Filing Extension.  If a taxpayer lives outside the 
U.S.	and	cannot	file	a	tax	return	by	April	15,	the	taxpayer	may	
qualify	for	an	automatic	two-month	extension	of	time	to	file.	That	
will	give	 the	 taxpayer	until	June	16,	2015,	 to	file	 the	U.S.	 tax	
return. This extension also applies to those serving in the military 
outside the U.S. Taxpayers will need to attach a statement to the 
return explaining why they qualify for the extension. IRS Tax 
Tip 2015-44.
 HEALTH INSURANCE. The IRS has published information 
about the individual shared responsibility provision of the 
Affordable Care Act. The individual shared responsibility 
provision requires taxpayers and each member of their family to 





taxpayer is automatically exempt from the shared responsibility 
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provision	for	that	year	and	does	not	need	to	take	any	further	action	




exemption on the tax return. Taxpayers may determine if they 
qualify	for	an	exemption	or	must	make	a	payment	by	using	the	IRS	
online interactive tool at http://www.irs.gov/uac/Am-I-required-
to-make-an-Individual-Shared-Responsibility-Payment%3F	(Am	
I	required	to	make	an	Individual	Shared	Responsibility	Payment?).	
Health Care Tax Tip 2015-23.
 HOBBY LOSSES.  The taxpayers, husband and wife, 
owned and operated a substantial horse breeding and training 
operation through an S corporation. From 1999 through 2009, the 
taxpayers	made	three	moves	to	improve	the	marketing	location	
of the farm, from Iowa to Florida to California. Although the 
taxpayers bred and sold dozens of horses, with prices ranging 
from free to $250,000, the operation lost over $14 million over 
the 11 years. The operation was initially funded by investments 
made by the taxpayers through an investment account managed 
by	professional	account	managers.	After	 the	financial	collapse	
in 2008, the investments were lost and the taxpayers obtained 
operating funds through loans secured by the farm property. 
The IRS argued that the farm was not operated with the intent to 
make	a	profit	because	the	history	of	the	operation	demonstrated	
that there was no reasonable expectation that the operation would 
ever	make	a	profit	sufficient	to	offset	all	the	past	losses.	The	court	
looked	 at	 the	nine	 factors	 of	Treas.	Reg.	 §	 183-2(b)	 and	held	
that the taxpayer operated the horse breeding operation with the 
intent	 to	make	a	profit	because	 (1)	 the	 taxpayers	both	worked	
full	time	at	the	activity;	(2)	the	taxpayers	kept	adequate	records	
which	were	 used	 to	 evaluate	 the	 profitability	 of	 the	 operation	
and	which	were	 used	 to	make	 changes	 to	 decrease	 costs	 and	
increase	revenue;	(3)	the	taxpayers	ran	extensive	marketing	and	
promotion	activities	in	which	the	taxpayer	wife	was	an	expert;	
(4) the taxpayers had substantial experience and expertise in the 
breeding	of	horses	and	the	business	operations	of	breeding	horses;	
(5)	the	taxpayers	worked	full	time	on	the	activity;	(6)	the	taxpayers	
had a reasonable expectation that the farm property, including the 
real and personal property, horses and stored horse semen, would 
appreciate	in	value,	although	not	enough	to	cover	the	past	losses;	
and (7) the taxpayer husband had built and successfully operated 
a	profitable	business	prior	to	the	horse	activity.	Two	issues	were	
also	discussed:	(1)	whether	the	taxpayers	were	required	to	keep	
records on each horse and (2) whether the taxpayers had to have 
an	expectation	of	profit	sufficient	to	cover	all	losses.	The	court	
held that individual horse records were not essential on the issue 
of	operating	the	activity	in	a	business-like	manner.	The	sufficiency	





reasonable to expect that some losses may never be recovered. 
Metz v. Comm’r, T.C. Memo. 2015-54.
 HOME OFFICE. The IRS has published information on the 
home	office	deduction.	Generally,	in	order	to	claim	a	deduction	
for	 a	 home	office,	 the	 taxpayer	must	 use	 a	 part	 of	 the	 home	
exclusively and regularly for business purposes. In addition, the 
part	of	the	taxpayer’s	home	that	the	taxpayer	uses	for	business	
purposes	must	also	be:	the	taxpayer’s	principal	place	of	business;	
a place where the taxpayer meets with patients, clients or 
customers	 in	 the	normal	course	of	 the	business;	or	a	 separate	
structure not attached to the home. Examples might include 
a	studio,	workshop,	garage	or	barn.	 In	 this	case,	 the	structure	
does	not	have	to	be	the	taxpayer’s	principal	place	of	business	or	
a place where the taxpayer meets patients, clients or customers. 
Simplified Option.		If	a	taxpayer	uses	the	simplified	option,	the	
taxpayer	multiplies	the	allowable	square	footage	of	the	office	by	
a rate of $5. The maximum footage allowed is 300 square feet. 
This	option	will	save	time	because	it	simplifies	how	to	figure	and	
claim	the	deduction.	It	will	also	make	it	easier	to	keep	records.	
This option does not change the criteria for who may claim a 
home	office	 deduction.	Regular Method.  If a taxpayer uses 
the	regular	method,	the	home	office	deduction	includes	certain	
costs that the taxpayer paid for the home. For example, if the 
taxpayer rents the home, part of the rent paid may qualify for the 
deduction. If the taxpayer owns the home, part of the mortgage 
interest, taxes and utilities paid may qualify for the deduction. 
The amount of each item of deduction usually depends on the 
percentage of the home used for business. Deduction Limit.  If the 
taxpayer’s	gross	income	from	the	business	use	of	the	home	is	less	
than	the	expenses	allocable	to	the	home	office,	the	deduction	for	
some expenses may be limited. Self-Employed.  If the taxpayer 
is self-employed and chooses the regular method, the taxpayer 
must use Form 8829, Expenses for Business Use of Your Home, 
to	figure	the	home	office	deduction	amount.	Taxpayers	can	claim	
the deduction using either method on Schedule C, Profit or Loss 
From Business.  Employees.  If the taxpayer is an employee, the 
taxpayer must meet additional rules to claim the deduction. For 
example,	the	taxpayer’s	business	use		of	the	home	office	must	also	
be	for	the	convenience	of	the	employer.	If	a	taxpayer	qualifies,	the	
taxpayer-employee claims the deduction on Schedule A, Itemized 
Deductions. For more information, see Publication 587, Business 
Use of Your Home. IRS Tax Tip 2015-42.
 INNOCENT SPOUSE RELIEF.  The taxpayer and former 
spouse operated a copier service business with the taxpayer 
performing	administrative	duties	and	the	spouse	making	service	
calls.  The taxpayer was listed as a co-owner of the business and 
had	authority	to	write	checks	from	the	business	accounts.	In	the	
divorce, the taxpayer assigned all rights to the business to the 
former	spouse.	The	taxpayer	and	spouse	filed	joint	returns	for	
1999, 2000 and 2001 with most of the income coming from the 
business. However, the quarterly estimated taxes and the taxes 
due	on	the	returns	were	not	paid	and	the	taxpayer	knew	the	tax	
payments were not being made. When the IRS attempted to 
collect	 the	 back	 taxes,	 the	 taxpayer	filed	 for	 innocent	 spouse	
relief. Although the IRS agreed that the taxpayer was entitled 
to innocent spouse relief, the former spouse challenged the 
taxpayer’s	 request.	The	 court	 held	 that	 the	 taxpayer	was	 not	
entitled to innocent spouse relief because the taxes arose from 
the income produced by the business in which the taxpayer was 
a part owner and in which the taxpayer was heavily involved in 
management and operation. In addition, the court noted that the 
used in the farm operations.  The trial court had granted summary 
judgment to the insurance company and ruled that the all-terrain 
vehicle was a motor vehicle because it was used for transporting 
persons. On appeal the appellate court reversed, holding that the 
vehicle	was	reasonably	within	the	definition	of	mobile	equipment	
or farm equipment as those terms were generally used. The court 
noted	that	the	policy	did	not	specifically	define	“mobile	equipment”	
or	“farm	equipment.”	Partin v. Georgia Farm Bureau Mutual 
Ins. Co., 2015 Ga. App. LEXIS 213 (Ga. Ct. App. 2015).
FARM ESTATE AND 
BUSINESS PLANNING
by Neil E. Harl
18th Edition Available Now
 The Agricultural Law Press is honored to publish the revised 
18th	 Edition	 of	 Dr.	 Neil	 E.	 Harl’s	 excellent	 guide	 for	 farmers	
and	ranchers	who	want	to	make	the	most	of	the	state	and	federal	
income and estate tax laws to assure the least expensive and most 
efficient	transfer	of	their	estates	to	their	children	and	heirs.		The	
18th Edition includes all new income and estate tax developments 
from the 2012 tax legislation and Affordable Care Act.
 We also offer a PDF version for computer and tablet use for 
$25.00.
 Print and digital copies can be ordered directly from the Press 
by	sending	a	check	for	$35	(print	version)	or	$25	(PDF	version)	to	
Agricultural Law Press, 127 Young Rd., Kelso, WA 98626. Please 
include your e-mail address if ordering the PDF version and the 
digital	file	will	be	e-mailed	to	you.
 Credit card purchases can be made online at www.agrilawpress.
com or by calling Robert at 360-200-5666 in Kelso, WA.
 For more information, contact robert@agrilawpress.com. 
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
	 See	the	back	page	for	information	about	these	seminars.		Here	are	
the cities and dates for the seminars this spring and summer 2015:
  April 28-29, 2015	-	Doubletree,	Springfield,	MO
  May 4-5, 2015 - Quality Inn, Grand Island, NE
  May 28-29, 2015 - Plaza Event Center, Longmont, CO
  June 16-17, 2015 - Eastland Suites, Bloomington, IL
  June 18-19, 2015 - Holiday Inn, Indianapolis, IN
  August 24-25, 2015 - Holiday Inn, Council Bluffs, IA
  August 27-28, 2015 - Quality Inn, Ames, IA
  September 14 & 15, 2015 - Courtyard Hotel, Moorhead, MN
  September 17 & 18, 2015	-	Ramkota	Hotel,	Sioux	Falls,	SD
 Each seminar will be structured the same as described on the 
back	cover	of	this	issue.	More	information	will	be	posted	on	www.
agrilawpress.com and in future issues of the Digest.
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taxpayer had used some of the business funds for personal expenses 
instead	of	paying	the	taxes.	The	court	did	not	find	any	evidence	
of	 abuse	 or	 intimidation,	 noting	 that	 the	 taxpayer	 had	worked	
with the business accountant in preparation of the returns.   On 
appeal the taxpayer challenged the jurisdiction of the Tax Court, 
arguing that jurisdiction ceased when the IRS changed its position 
to	support	innocent	spouse	relief.	The	appellate	court	affirmed,	in	
a decision designated as not for publication, holding that the Tax 
Court	continued	to	have	jurisdiction	to	make	a	final	determination,	
including	a	holding	contrary	to	the	IRS’s	and	taxpayer’s	position.	
Nunez v. Comm’r, 2015-1 U.S. Tax Cas. (CCH) ¶ 50,239 (9th 
Cir. 2015), aff’g, T.C. Memo. 2012-121.
 PASSIVE ACTIVITY LOSSES.  The taxpayer owned an 
interest in two family corporations, both of which were involved 
in commercial and residential real estate development. The court 
found	 that	 the	 taxpayer	worked	at	 least	691	hours	per	year	 for	
one or both of the corporations and materially participated in 
the	 corporations’	 businesses	 for	more	 than	500	hours	 per	 year.	
The court held that the taxpayer could treat the activities of the 
two corporations as one activity because the corporations shared 
members and business activities. The court also held that the losses 
from the activities were not passive activity losses under I.R.C. § 
469. Lamas v. Comm’r, T.C. Memo. 2015-59.
 TRAVEL EXPENSES. The taxpayer was employed as a 
construction	superintendent.	The	taxpayer’s	residence	was	60	miles	
from	the	construction	company’s	headquarters	but	 the	 taxpayer	
worked	only	 at	 various	 construction	 sites	 around	Los	Angeles.	
The taxpayer was not reimbursed for the travel by the company 
and was not provided a vehicle for company travel. The taxpayer 
claimed	a	deduction	 for	 the	miles	driven	 to	 the	work	 sites	and	
one	night’s	stay	at	a	motel	near	a	job.	The	taxpayer	argued	that	
the mileage expenses were deductible because the travel was to 
temporary	work	locations.	However,	the	court	noted	that	the	work	
at two sites lasted over a year and there was no indication that the 
work	would	be	less	than	one	year.		Therefore,	the	court	held	these	
jobs not to be at temporary locations and the mileage to them was 
not deductible.  The court also held that the motel stay cost was 
not deductible because the motel was not located outside the Los 
Angeles area. Bartley v. Comm’r, T.C. Summary Op. 2015-23.
INSURANCE
 FARM EQUIPMENT. The insured owned a farm and purchased 
and used an all-terrain vehicle to feed cows and inspect animals 
and	 fences	 on	 the	 farm	daily.	The	 insured’s	 girlfriend	 visited	
the	farm	and	the	girlfriend’s	daughter	would	ride	the	vehicle	for	
recreation. The daughter invited a friend to ride the vehicle and 
the friend was injured during a ride.  The insured had purchased 
an insurance policy covering the farm but the insurance company 
claimed that the all-terrain vehicle was not farm equipment and the 
accident was not covered by the policy because the policy excluded 
coverage for accidents involving motor vehicles. The insured 





by Neil E. Harl
		 Join	us	for	expert	and	practical	seminars	on	the	essential	aspects	of	agricultural	tax	law.	Gain	insight	and	understanding	from	one	of	the	country’s	
foremost authorities on agricultural tax law.  The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both 
days.	On	the	first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	estate	and	business	planning.	On	the	second	day,	Dr.	Harl	will	cover	farm	and	ranch	
income tax. Your registration fee includes written comprehensive annotated seminar materials for the days attended and lunch.  A discount ($25/day) 
is offered for attendees who elect to receive the manuals in PDF	format	only	(see	registration	form	online	for	use	restrictions	on	PDF	files).
See Page 63 above for a list of cities and dates for Spring and Summer 2015
The topics include:
  
The	seminar	registration	fees	for	each	of	multiple	registrations	from	the	same	firm	and	for	current subscribers to the Agricultural Law 
Digest, the Agricultural Law Manual, or Farm Estate and Business Planning are $225 (one day) and $400 (two days).  The early-
bird registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted fees by 
purchasing	any	one	or	more	of	our	publications.	See	www.agrilawpress.com	for	online	book	and	newsletter	purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
 Agricultural Law Press
 127 Young Rd., Kelso, WA  98626
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 Corporate-to-LLC conversions
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
	 	 severance	of	land	held	in	joint	tenancy?
	 “Section	1244”	stock
    Status of the corporation as a farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
	 	 the	“two-year”	rule	for	trust	ownership	of
	 	 stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and Dissolution
  of Corporations
	 Corporate	stock	as	a	major	estate	asset
 Valuation discounts










 Constructive receipt of income
 Deferred payment and installment payment
	 	 arrangements	for	grain	and	livestock	sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Leasing land to family entity




 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
	 Repairs	and	Form	3115;	changing	from	accrual
  to cash accounting
 Paying rental to a spouse
	 Paying	wages	in	kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes






    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
	 Taxation	in	bankruptcy.
First day
FARM ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
	 Unified	estate	and	gift	tax	rates
 Portability and the regulations
 Federal estate tax liens
 Undervaluations of property
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
